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Lisbon Valley Mining Company (LVMC) has submitted a request for a bond
reduction of $563, 132.00. Due to missin g data,lack of identified assumptions and
explanations, evaluative inconsistencies, ffid lack of transparency in the final bond
estimate spreadsheet received by the Division on Feb. 6,2008, the requested
reduction is not recommended.

A general overview of the discrepancies/inconsistencies is outlined as follows:

. Bond calculations include missing or inconsistent acreage
o Spreadsheet numbers do not 'add up'
o No explanation of general or specific assumptions is provided
o No explanation of surety calculations is provided in the plan
. No approved bond scheme is provided in the plan

Due to the lack of demonstrative documentation, the dollar amount of the
requested bond reduction cannot be verified. No explanation or outline
documentation regarding the surety amount, surety details, or outline of surety plan
has been found in the Notice of Intention. Important and necessary detail is lacking
or missing in both the final bond estimate and in the current request for bond
reduction.

It appears LVMC calculated a bond requirement based on an ultimate
reclamation scenario as $ 10, 172,230 rn 2009 dollars. The existing surety with the
Division is $6,076,888.00 assumed to be based on current reclamation obligation.

Susan White, Mining Program Coordin atorr.(ftV%V

Beth Ericksen, Mining Engineer@

1594 West North Temple, Suite 1210, PO Box 145E01, Salt Lake City, UT 84114-5801
telephone (80f) 538-5340 . facsimile (E0L) 359-39{ . TTY (801) 538-7458 . www.ogm.utah.gott
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Further emphasis substantiating the denial is structured in terms of a scenario.
There are several other bond categories that are being ignored in this scenario, with
this scenario directed toward the heap/rinse category only. It is determined that
heap/rinse is the highest reclamation cost risk based largely on lack of information.

The scenario is outlined below:

The ultimate reclamation obligation is determined to be $10,722,230 based on
information contained in the LVMC Final Bond Estimate spreadsheet. Due to an
assumed bond scheme, the bond obligation is calculated at current reclamation
obligation of $6,076,880.00 as determined by LVMC. According to the LVMC
current estimate, there is $3,005 ,872.00 committed to heap/rinse work. This amount
is 49% of the current reclamation obligation. Looking at the ultimate reclamation
bond amount, the heap/rinse work obligation is 58% of the total ultimate surety.
With full disturbance for each case, this percentage should be consistent.

Assignin g 58% of the current reclamation obligation results in a heap/rinse
amount of $3,524,595.00. This increase of $518,723.00 is less than the requested
reduction amount but it is without consideration for unknowns and omissions.

Performing a range analysis using a 65ft percentile, the dedicated bond for the
LVMC current heap/rinse category should be $4,358,514.00. This scenario alone is
enough to deny the request for the surety reduction because of the number of
unknowns associated with the heap/rinse. These unknowns include: reclamation
details, category specifics, and rinse duration, among others.

In the ultimate vs. cuffent case, the difference does not exceed the reduction
request amount, however, once increased risk due to uncertainties is conservatively
assigned, the required amount increases substantially in just one reclamation
category.

With all the unknowns and uncertainty revolving around the heap/rinse
category, a conservative estimate that includes risk should be established. It is in the
best interest of the Division to determine an element of risk associated with each of
the surety categories. The presented example was for only one of the five main
categories (there are sub-categories as well).

To reduce risk factors, resolve inconsistencies, and improve reclamation bond
calculation transparency, it will be necessary for the LVMC to satisfactorily identifu
and explain the fulI basis and scope of the bond scheme. The bond scheme should be
substantially documented in the NOI including identification of category make-up,
general and detailed assumptions, and the surety estimate. The operator should be
required to provide a much more comprehensive spreadsheet with supporting

Spreadsheets available if desired
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documentation before any future bond reduction requests are considered by the
Division.

Spreadsheets available if desired
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